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Life becomes more enjoyable when 
you live at the Hotel Montclair 


LEXINGTON AVENUE, 49th to 50th Sts., N. Y.C. 


Whether you seek color and excitement, or quiet and relaxation, 
they are yours the year around at:the Hotel Montclair Gay 
dinner and supper parties in the Coral Room—or a leisurely dinner 
in the Salon Moderne .. . . the “cocktail hour” for merry greetings — 
or bridge games for relaxation and always, the privacy, the 
comfort of your own apartment, with radio, bath, and shower. Yet 
living costs at the Montclair are surprisingly modern. Investigate! 


RENTALS FROM $2.50 DAILY $15 WEEKLY $60 MONTHLY 











NRA Code Problems 


Do you know the origin and authority of the 


Do you have at your finger tips a complete, 


comprehensive and accurate report of all NRA National Labor Board? Do you have the latest 











matters ? 

Can you at a moment’s notice turn to the latest 
code or ruling or court decision concerning the 
NRA? 

Are you familiar with code procedure? Do you 
know who the Code Authorities are? Do you 
have the latest rulings as to code compliance? 

Do you know the code provisions as to... 
cost accounting? ... contract adjustment? .. . 
production limitation? . . . price regulation? .. . 
store and service hours? . . . wages, hours and 
conditions of employment? 

Do you know that codes govern . . . discounts 
and selling terms? . . . terms of shipment? .. . 
sales on consignment? . . .. guarantee against de- 
cline in price? . . . rebates? . . . advertising al- 
lowances? . . . misbranding? . . . prizes and pre- 
miums? ... piracy of design? . . . misleading 
advertising ? 
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rulings and cases on collective bargaining? 

Are you familiar with the basic federal trade 
regulatory laws—the Federal Anti-Trust Act, the 
Federal Trade Commission Act, and other trade 
control laws? 

For answers to these and many other questions— 

WeE RECOMMEND—for your immediate atten- 
tion—the NRA reports covering law provisions, 
codes, rulings, interpretations, court decisions, and 
a multitude of related matters, all carefully in- 
dexed and correlated, contained in our— 


Federal Trade Regulation Service 
—published in four convenient volumes, sent you 
complete to date, and supplemented with current 
reports, frequently issued, containing all new mat- 
ters. 

Write today for further information regarding 
this Service. 
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L.dttortval Comment 


Announcement by the Controllers Institute of 
America of a spring conference of controllers, for 
discussion of present-day problems of controllers, is 
significant. Three years ago such a conference would 
not have been given serious consideration, and prob- 
ably would have been considered impossible, if one 
had been suggested. Controllers, though they often 
wished to confer with others engaged in the same 
line of work and confronted with similar problems, 
had not been organized at that time. Today the idea 
of united action as the result of discussion of com- 
mon problems, and the thought of the benefits which 
may accrue to business by reason of studies con- 
ducted in an organized manner, are prominent in the 
minds of controllers. It seems a perfectly natural 
thing to meet and compare notes on matters of mu- 
tual interest. That is progress. 

There is perhaps no single position in business 
which offers a greater opportunity for constructive 
service than that of controller. He can exercise a 
definite influence over the operations of his con- 


cern. He can be helpful to business generally by 
giving sound and helpful advice to legislative 


bodies, regulatory bodies, and other governmental 
agencies. He can help promote sound economic 
thinking and take a significant part in leading busi- 
ness into the more happy and fruitful fields of suc- 
cess. These meetings of controllers can be made so 
interesting and productive that they will wield in- 
fluence of no small proportions on American busi- 
ness, both from an economic and a social standpoint. 

Development of ideals is an interesting process. 
The whole psychology of the controller, his point 
of view, and his trend of thought, are undergoing 
changes—sweeping changes. With an organization 
to which to adhere, with a body of men ready to 
help him solve his vexatious problems, the con- 
troller is gaining new confidence, is developing a 
sense of individuality and of position, which have 
been entirely lacking in past years. Along with these 
benefits come responsibilities—the development of 
ideals—and for that business may well be thankful. 
This association of controllers in national confer- 
ences at frequent intervals is a forward step of great 
consequence, one which it is predicted will bear 
fruit of a profitable character. To those engaged in 
this work we wish a great measure of success. 
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“Tl Am Embarrassed: I Must Ask Other 





Officers to Sign My Statements” 


Controller of Chicago Concern Voices His Feelings Concerning Condition 
Which He Believes Should Be Remedied Without Loss of Time—Institute’s Ef- 
forts Exerted in Behalf of Controllers on That Point.—By ARTHUR RAy TUCKER. 


A. of a corporation 
in Chicago recently gave voice 
to the fact that he is frequently em- 
barrassed because he is compelled to 
ask other officers of his corporation to 
sign, in his stead, statements and re- 
ports which he himself has prepared. 
Usually the officers called on to sign 
the statements have had no hand in 
their preparation, this controller pointed 
out, and are not familiar with the de- 
tails. They affix their signatures be- 
cause they are required by law to do 
so, and the controller, who prepared 
the statements, does not sign them, in 
many instances, because he is not re- 
quired by law to do so. 

It is an anomalous situation, as well 
as an embarrassing one. The controller 
in question adds that his corporation 
owns or controls thirty-five companies 
in all. The matter of signing state- 
ments and reports is no small one in 
his case. Many different men are 
called on, as officers of the various 
corporations, to sign the statements 
prepared by the one controller. 

The provisions of various laws, fed- 
eral and state, beginning with the tax 
statutes, must be altered in order to 
correct the condition described. Those 
laws call for signature by a principal 
officer and by the treasurer, in most in- 
stances, to tax returns, and to reports 
required by various federal and state 
bodies. Those provisions were written 
into the laws at a time when there 
were few controllers. 

The Controllers Institute of America 
is engaged in a campaign to have those 
laws amended, so as to call for signa- 
ture of tax returns and other reports 
required by law, by “the controller or 
chief accounting officer,” as well as by 
the president or vice-president. 





On March 14, Major J. Calvin 
Shumberger, controller of the Lehigh 
Portland Cement Company of Allen- 
town, Pennsylvania, and vice-president 
of The Controllers Institute of Amer- 
ica, appeared before the Finance Com- 
mittee of the United States Senate, to 
ask that the proposed Federal Revenue 
measure now in course of enactment 
be amended so as to provide for signa- 
ture of income tax returns by “the 
controller or chief accounting officer.” 
Similar efforts are to be made in many 
of the states. 

In his memorandum to the Senate 
Finance Committee, Major Shumberger 
said, in part: 

“The Controllers Institute of Amer- 
ica recommends that Section 52 of the 
Revenue Act of 1932 be amended so 
as to provide that a corporation return 
shall be sworn to by the president, 
vice-president or other principal off- 
cer, and by the controller or chief 
accounting officer. 

“The change suggested eliminates 
from Section 52 of the Act, which is 
incorporated practically verbatim in 
Section 52 of the proposed House Bill 
H. R. 7835, the affidavit of the treas- 
urer or assistant treasurer and substi- 
tutes therefor that of the controller or 
chief accounting officer, and it is rec- 
ommended that Section 52 be included 
in the new Bill to read as follows: 


“SEC. 52. CORPORATION RETURNS. 
(a) Requirement.—Every corporation sub- 
ject to taxation under this title shall make 


a return, stating specifically the items of 
its gross income and the deductions and 


credits allowed by this title. The return 
shall be sworn to by the president, vice- 
president or other principal officer, and by 
the controller or chief accounting officer. 


“Tt is believed that this recommenda- 
tion is constructive in that it will per- 





mit the Government to immediately 
contact the inside man of a corpora- 
tion, who under present-day condi- 
tions is responsible for the building of 
the accounts of the corporation in com- 
pliance with the Internal Revenue laws 
and regulations affecting income taxes. 
“Ie is the controller of a corporation 
who now prepares the corporation re- 
turn, but it is the president, vice-presi- 
dent or other principal officer, and the 
treasurer or assistant treasurer, who 
sign and swear to it. And it is in 
line with the present policy of the 
Treasury Department to place respon- 
sibility where it belongs, to require 
that the officer who prepares a corpo- 
rate return also sign and swear to it. 
“Under the suggested amendment, 
the return would be sworn to by the 
controller, if the corporation had one; 
by the treasurer as chief accounting 
officer, if he performed the duties of 
the principal accounting officer, or 
by such other officer as actually per- 
formed the duties of the chief account- 
ing officer and prepared the return. 
“The original language of the law 
providing for the signature of corpora- 
tion returns was based upon conditions 
that existed in 1913. Since then Gov- 
ernment requirements have expanded 
and corporations have grown to enor- 
mous size in the United States, requir- 
ing in many instances, a staff of ac- 
countants and auditors who are under 
one responsible head. This is the man 
who should be required to sign re- 
turns of income and this is the man 
who will be required to sign returns 
of income under the proposed change 
in the law as above suggested. 
“Such an amendment as is proposed 
will be in keeping with the policy, ex- 
(Continued on page 55) 















May Operating Losses Be Charged 
Against Paid-In Surplus? 


FLETCHER Lewis Raises Interesting Point Not Covered in New Illinois 
Corporation Act—Legal View Differs from Accounting Opinion on This 
Point—How Directors May Register Dissenting Votes for Own Protection. 


HIS is the second and concluding 

portion of a paper by FLETCHER 
LEWIS, prominent corporation lawyer 
of Chicago, of the firm of Butler, Pope, 
Ballard & Elting, the first part of 
which was published in the February 
number of this magazine. The paper 
has to do with new corporation laws 
and business laws generally, but in 
particular with the newly enacted 
Illinois corporation law. Special em- 
phasis is placed in this paper on cor- 
porate accounting practices and prin- 
ciples, and the ills which it is intended 
the measure shall cure. The paper was 
presented before the Chicago Control, 
of the Controllers Institute of America, 
at its January meeting. 

—THE EpITor. 


I now desire to discuss another very 
interesting question on which there 
is no express provision in the statute. 
This is whether paid-in surplus, as 
defined in the Illinois act, constitutes 
a fund against which operating losses 
may be charged. Here again, we have 
been having some interesting argu- 
ments with members of the public 
accounting profession. Although our 
committee had the benefit of the ad- 
vice of a special committee from the 
Illinois Society of Certified Public Ac- 
countants, this particular question was 
not raised by them, and some of them 
are now declaring that any such in- 
terpretation would be in direct conflict 
with long established accounting prac- 
tice which is to the effect that no 
earned surplus may be shown in a bal- 
ance sheet until all prior losses have 
been absorbed by subsequent profits. 

I do not take issue with this ac- 
counting viewpoint purely as a matter 


of accounting practice, which it may be 
desirable to adhere to or not to adhere 
to in a given case, depending on the 
circumstances, but when I am told that 
it may not legally be done that is an- 
other matter. Recently I received a 
letter from the head of one of the 
outstanding accounting firms in Chi- 
cago wherein he made this statement: 


“The reduction of paid-in surplus by 
losses—operating or otherwise—is an ac- 
tion calling for ratification by stockhold- 
ers: 


Untenable As Matter of Law 


That accountant is one whose opin- 
ion on strictly accounting problems I 
would not question, but on the strength 
of the statement just quoted I cer- 
tainly question his ability as a lawyer. 
I can find no statute or even court 
decision which lays down any such 
doctrine, and the fact is that his posi- 
tion is utterly untenable as a matter of 
law. On the other hand, the new 
corporation statutes of both Ohio and 
California expressly authorize it. 

The Illinois statute, in common with 
practically all the other modern statutes 
which give recognition to no par 
shares, permits the creation of paid-in 
surplus in the manner I have hereto- 
fore indicated. The legal theory which 
is behind the statutory development of 
the laws of the various states permit- 
ting allocation to paid-in surplus of a 
part of the total consideration paid to 
the corporation against the issuance of 
no par shares or the issuance of par 
shares at a premium, is that the so- 
called “trust fund doctrine’ for the 
benefit of creditors of the corporation 
shall be limited to the stated capital. 
The trust fund doctrine is a doctrine 


for the benefit of creditors only, and 
has no application to shareholders as 
such. Even as to creditors, the Su- 
preme Court of the United States has 
limited the application of the doctrine 
to cases of insolvency. Yet the ac- 
countants would apply this doctrine to 
the entire fund contributed by the 
shareholders, not from the creditors’ 
standpoint but from the standpoint of 
the shareholders themselves. 

Our committee (for drafting the 
act) not long ago received a letter from 
another of the leading accountants, 
wherein he said in so many words that 
accountants regard the contributions of 
stockholders as a trust fund which 
must be maintained intact. The dif- 
ficulty with this is that it is not what 
the statutes say. All that the law has 
ever concerned itself with is that the 
so-called “capital’’ of the corporation 
shall be maintained unimpaired for the 
benefit of creditors, and in the various 
states which recognize the theory of al- 
location of a part of the consideration 
to a paid-in or capital surplus account, 
the legal ‘‘capital” is the equivalent of 
stated capital and is not the entire 
fund contributed by the shareholders. 


No Legal Obligation to Maintain Fund 


Except to the extent that certain 
states apply this trust fund doctrine for 
the benefit of creditors, there never has 
been any legal obligation on sharehold- 
ers to maintain intact the entire fund 
paid in by them. They have fulfilled 
their legal obligation when they have 
paid in full for their stock. 

Accordingly, there appears to be no 
legal reason why paid-in surplus may 
not be charged with operating losses. 
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As a matter of fact, the accounting 
practice of carrying a deficit figure in 
lieu of earned surplus when paid-in or 
capital surplus is available is a pure 
fiction. The net worth has actually 
been reduced and the fact of the matter 
is that as Tosses occur which are in 
excess of undistributed earned surplus 
those losses automatically eat directly 
into the next line of defense, namely, 
the paid-in or capital surplus account. 

The crux of the matter is that the 
criticism of the law which some of the 
accountants are now making comes 
down to a criticism of the entire theory 
of permitting any allocation at all to 
paid-in surplus out of the consideration 
paid for issued shares. That is, in ef- 
fect, the position the accountant must 
take when he says it cannot be used to 
absorb losses. 

Perhaps I do not get the significance 
of the distinction in the accountant’s 
mind, but I confess I am unable to 
comprehend why the accountants 
should hold up their hands in holy 
horror at the legal doctrine which per- 
mits operating losses to be charged 
against paid-in surplus, and at the same 
time have had no hesitation, so far as 
I have been able to observe, in reduc- 
ing stated capital by deducting treas- 
uty shares in plain violation of the 
legal mandates of nearly every modern 
corporation statute. 


Liability of Directors Changed 

in the light of the important matters 
already discussed relating to stated 
capital, paid-in surplus, appreciation 
surplus, treasury stock, and funds avail- 
able for dividends, I can now turn to 
the exceedingly important changes 
which have been made with respect to 
the liability of directors. This is a 
matter which vitally affects every direc- 
tor of every Illinois corporation. You 
will find these new statutory liabilities 
set forth in Section 42 of the Act. A 
comparison with the 1919 act will be 
very interesting. Under Section 23 of 
the 1919 act directors were made liable, 
not to the corporation, but to its 
creditors, for assenting to an indebted- 
ness in excess of the amount of the 
“capital” of the corporation, provided 
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that no liability should attach if the 
value of the assets of the corporation 
as a going concern was greater than the 
amount of the indebtedness, including 
in such assets the assets acquired 
through the incurring of the indebted- 
ness, but excluding any sum for in- 
tangibles and good will. 


Basis of Liability Abolished 


Fortunately, the Supreme Court of 
Illinois has never been faced with the 
necessity of construing this language, 


.and how the court could have separated 


good will from going concern value is 
beyond my comprehension. It would 
have been difficult to frame a more 
ambiguous statement, and this entire 
basis of liability has been abolished. 
We could see no reason why the statute 
should prescribe any fixed ratio be- 
tween the so-called “capital” of a cor- 
poration and the amount which that 
corporation might be able to borrow. 

Under the 1919 act directors were 
also made liable to creditors, 


“for declaring or assenting to a dividend 
if the corporation is, or is thereby, ren- 
dered insolvent, or its capital is thereby 
impaired, to the extent of such dividend.” 


This matter I have already referred 
to in discussing dividend provisions, 
and as previously stated, this was sub- 
stantially the equivalent of the common 
law rule that no distribution of assets 
to shareholders is proper if the so- 
called “capital” of the corporation is 
or is thereby impaired, or if the cor- 
poration is or is thereby rendered in- 
solvent. You will also recall that un- 
der the very bad draftsmanship of this 
provision, it was generally held that 
dividends could nevertheless be paid 
out of current earnings although the 
capital was already impaired. 

The only other statutory liability un- 
der the former act was for debts con- 
tracted between the time of making or 
assenting to a loan to a stockholder or 
director and the time of its repayment, 
to the extent of such loan. This was 
merely a contingent liability, and loans 
in any amount might be made to di- 
rectors if, between the time of making 
the loan and its repayment, no debts 
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were contracted with other creditors 
and left unpaid. Note especially that 
this liability was for loans to stock- 
holders and directors. Loans to stock- 
holders, as such, is not where the 
damage usually occurs. The abuse is 
usually found in loans to officers and 
directors. 

Again, the liability was imposed in 
favor of creditors. Although the Illi- 
nois cases are not entirely clear, it 
seems probable that under this lan- 
guage the opportunity was afforded for 
an alert creditor to get the advantage 
of others under the theory of “first 
come, first served.”’ The liability should 
be to the corporation itself, so that the 
result may be for the equal benefit of 
all credtors, and if there are no credi- 
tors the liability should nevertheless 
exist and be for the equal benefit of 
the shareholders. 

In contrast with these former pro- 
visions, we can now examine the pro- 
visions of the new act, which will be 
found in Section 42. 

Section 42(a) provides that directors 
who vote for or assent to the declara- 
tion of a dividend or distribution of 
assets shall be jointly and severally 
liable to the corporation for the amount » 
of such dividend or distribution if, at 
the time of payment, the corporation is 
insolvent or its net assets are less than 
its stated capital. 

Section 42(b) provides that direc- 
tors who vote for or assent to the dec- 
laration of a dividend or distribution 
of assets which will have the effect of 
rendering the corporation insolvent or 
reducing its net assets below its stated 
capital, shall be liable to the corpora- 
tion to the extent that the corporation 
is thereby rendered insolvent or its 
net assets are reduced below its stated 
capital. 


In Case of Voluntary Dissolution 


The liability imposed by Section 
42(c) calls for an explanation of cer- 
tain other provisions of the act relat- 
ing to voluntary dissolution. Sections 
75 and 76 of the act require that a 
statement of intent to dissolve shall be 
filed with the Secretary of State when- 
ever a corporation elects to effect a 
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voluntary dissolution. Upon the filing 
of such statement it then becomes the 
duty of the corporation to cease to 
catty on its business except in so far 
as may be necessary for the proper 
winding up thereof, to collect its assets, 
convey and dispose of its properties, 
and pay, satisfy and discharge its lia- 
bilities and obligations. After paying 
or adequately providing for the pay- 
ment of all of its obligations, the re- 
mainder of its assets may then be dis- 
tributed among the shareholders. The 
purpose of the directors’ liability im- 
posed by Section 42(c) is to protect 
creditors of the corporation in the 
event any dividend is paid or assets of 
the corporation are distributed prior to 
the discharge of the debts, obligations 
and liabilities of the corporation, or to 
the making of adequate provision for 
such discharge. Accordingly, the ex- 
tent of the liability is fixed at the 
amount of the dividend which is paid 
or the value of the assets which are 
distributed, to the extent that such 
debts, obligations and liabilities of the 
corporation are not thereafter paid and 
discharged. 
Section 42(d) provides that: 


“The directors of a corporation who vote 
for or assent to the making of a loan to 
an officer or director of the corporation 
shall be jointly and severally liable to the 
corporation for the amount of such loan 
until the repayment thereof.” 


It should be noted that the liability 
is no longer merely contingent on 
whether other debts are contracted with 
other creditors, but that the liability is 
direct until the loan is repaid, and that 
the liability is to the corporation in- 
stead of to its creditors. 


Covers Loans to Officers 


It should also be noted that this 
liability is for loans to officers and di- 
rectors, instead of to shareholders and 
directors as under the old act. As just 
stated, experience has shown that it is 
usually to the officers and directors that 
improper loans are made. 

It should also be noted that this sec- 
tion does not absolutely prohibit the 
making of such a loan, but imposes a 
personal liability on directors for the 
amount thereof until it is repaid. 
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While I am on this question of loans 
to officers and directors, I should like 
to pay my respects to a balance sheet 
which fails to set forth that item sep- 
arately. In my opinion it is a wholly 
indefensible practice to bury the item 
of loans to officers and directors under 
any such heading as “Notes and Ac- 
counts Receivable’ or a similar head- 
ing. I believe the obligation rests 
squarely on the person who is responsi- 
ble for the balance sheet to bring these 
transactions out into the open. The 
shareholders of the company are en- 
titled to know exactly what the facts 
are with respect to any such transac- 
tion. 

This is also an appropriate place to 
refer to subparagraph (h) of Section 
42 which imposes a criminal liability 
on every director who votes for or 
assents to the payment of a dividend or 
other distribution of assets prohibited 
by the act, or who votes for or assents 
to the making of any loan to an officer 
or director. 


Committee Did Not Sponsor This 
Paragraph 

The entire subparagraph (h) is a 
matter with which our committee had 
nothing to do. It was not in our 
bill, but was introduced as an amend- 
ment on the floor of the House and 
adopted by a substantial majority vote, 
and was concurred in by the Senate. It 
is one of the only two amendments 
which were actually adopted that did 
not have our approval, but which we 
could not oppose without defeating the 
entire act. 

This provision purports to impose 
criminal liability upon directors irre- 
spective of their good faith. There 
may be, I think, some doubt as to the 
constitutionality of this provision. 
Even if held constitutional, it would 
seem that good faith would constitute 
a defense against a charge of criminal 
liability. Nevertheless, I would prefer 
not to be the director called upon to 
defend the test case. 

There is a practical question in- 
volved here of very real importance. It 
is a well-known fact that there are 
many directors who today owe their 





companies large amounts on loans con- 
tracted before the act became effective, 
and which they can not possibly repay 
at present. I do not believe the other 
directors can be held criminally liable 
(and perhaps not civilly liable except 
as to the liability imposed under the 
old act), if they take no affirmative ac- 
tion authorizing a renewal of the loan. 
If the director or officer can not pay 
when due, it will be the safer proce- 
dure to let the indebtedness run as a 
past due obligation. While the cases 
seem to make a distinction between the 
making of a new loan and the renewal 
of an existing loan, I believe it would 
be much the safer practice not to 
accept a renewal note. 

The liability imposed by Section 
42(e) requires a word of explanation. 
The former act required as a condition 
precedent to procuring a certificate of 
incorporation that subscriptions for 
stock to be issued at once be at least 
$1,000, of which at least one-half must 
be paid in. From the standpoint of a 
statutory requirement, the important 
point is not the amount of subscrip- 
tions to be procured before incorpora- 
tion, but the sum with which the 
corporation, when organized, may com- 
mence business with the public. There- 
fore, the new act changes the law by 
requiring that the articles of incorpora- 
tion shall state the number and class 
of shares to be issued before the cor- 
poration shall actually commence busi- 
ness with the public and the considera- 
tion to be received therefor, which 
must be not less than $1,000. In 
effect, this doubles the former mini- 
mum requirement. Section 42(e) ac- 
cordingly imposes a penalty on the 
directors equal to the difference be- 
tween the amount actually paid in and 
the amount which should have been 
paid in when they permit the cor- 
poration to commence business without 
the required amount. 


How Director May Register Dissent 


How may a director present at a 
meeting register his dissent and pro- 
tect himself ? He may do so in any one 
of three ways: 
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First, have his dissent entered on 
the minutes of the meeting; 

Second, file his written dissent 
with the person acting as secretary 
of the meeting prior to the adjourn- 
ment thereof; and 

Third, forward such written dis- 
sent by registered mail to the secre- 
tary of the corporation immediately 
following adjournment. 


This gives a director ample protec- 
tion against officials who may be dom- 
inated by other directors and who fail 
to discharge their duty by not making 
a proper record. This protection was 
not afforded under the old act. 

There is a further provision which 
you will find in the latter part of Sec- 
tion 42, that a director shall not be 
liable under either subparagraph (a) 
or (b) of that section, 


“if he relied and acted in good faith upon 
a balance sheet and profit and loss state- 
ment of the corporation represented to him 
to be correct by the president or the officer 
of such corporation having charge of its 
books of account, or certified by an inde- 
pendent public or certified public account- 
ant or firm of such accountants to fairly 
reflect the financial condition of such cor- 
poration, nor shall he be so liable if in good 
faith in determining the amount available 
for any such dividend or distribution he 
considered the assets to be of their book 
value.” 


Directors May Rely on Controller's 
Statement 


This requirement that a director 
must act in good faith will very prob- 
ably be construed to mean just about 
what it says. If the profit and loss 
statement is certified by the accountant 
or is represented as correct by the 
president or officer in charge of the 
books of account (the controller), he 
may rely on it if he has no independent 
knowledge which, in the exercise of 
good faith, would lead him to question 
it. If he does have such knowledge, 
then he should insist on further ex- 
amination of the facts before he acts. 

Under existing conditions, the use 
of book valuation of assets presents an 
important problem. In many cases, 
especially when large fixed assets, or 
plant investment, or investment ac- 
counts are involved, present day values 
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are known to be far below book values. 
It seems apparent that directors are 
now called on to exercise good faith in 
determining whether they may safely 
rely on such book values. In my opin- 
ion, this accounts for proceedings that 
are now being taken by several large 
corporations to face the facts squarely, 
reduce their stated capital through a 
scaling down of equity shares, and use 
of the resulting paid-in surplus to 
absorb actual losses which exist through 
depreciated values of fixed assets and 
investment accounts. 


Imposes Real Responsibility 

It is therefore apparent that the 
provisions to which I have referred 
impose a very real responsibility on 
directors. It is, I think, a more exact- 
ing responsibility than will be found 
in any other corporate statute of this 
country, although it does not go as far 
as does the British Companies Act. 
The practice of procuring persons with 
standing and prestige to lend their 
names merely for “window dressing” 
purposes and to act merely as dummy 
directors is unsound and leads to too 
many abuses. If they are willing to 
lend their names to be used on the 
directorate, then they must hereafter 
assume the necessary responsibilties. 

I promised at the outset to limit my 
discussion primarily to those matters 
in which controllers would have a 
peculiar interest. This I have attempted 
to do, although there are other ques- 
tions of interest on which I have not 
touched. In closing, may I make it 
clear that we do not for a moment say 
that we have a perfect statute. Numer- 
ous problems will be presented in the 
practical application of the statute to 
given cases which it is quite impossible 
to anticipate in advance. We already 
have found several matters, to cover 
which amendments will be desirable 
and in which further improvements 
can be made. However, I am certain 


that the State of Illinois now has not 
only a thoroughly workable corpora- 
tion act but one which, so far as 
Illinois corporations are concerned, will 
put a stop to some of the vicious prac- 
tices which were possible under the 
former act. 


In other words, the act 
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should, and I believe will, appeal to 
those business interests which are will- 
ing to subscribe to an honest corpora- 
tion policy. On the other hand, it will 
not appeal to the class of promoters 
who desire to manipulate the corporate 
assets at the expense of an unsuspect- 


ing public. 





Embarrassed Controller 
(Continued from page 51) 
pressed in many quarters, that the re- 
sponsibility for the correctness and 
completeness of the income tax return 
to the United States be placed upon 

the proper corporate officials. 

“Reference is made to the require- 
ment under the Interstate Commerce 
Act as amended, that the annual re- 
ports to the Interstate Commerce Com- 
mission be first sworn to by the officer 
of the railroad company having con- 
trol of its accounting, and then by its 
president or other chief officer. This 
annual report includes statements of 
revenues and expenses, imcome ac- 
counts, and the like, the same character 
of statement as the income tax return. 
Yet the income tax return of the rail- 
road company must now be sworn to 
by a different official. 

“In conclusion, it is submitted that 
the recommendation made by the Con- 
trollers Institute, if adopted, will, 

“First: Afford the responsible official 
or employee of the corporation, namely, 
the controller or chief accounting ofh- 
cer, the opportunity of signing and 
making affidavit to the income tax re- 
turn for which he is primarily respon- 
sible, and, 

“Second: It will afford a vital ad- 
vantage to the Government in the 
audit of the income tax returns of 
corporations and the investigation of 
the accounts from which such returns 
are made, and enable it to place its 
hand directly upon the person within 
the corporation who is responsible for 
the income tax return and its con- 
tents.” 


Meeting of Chicago Control 
Dr. Walter Lichtenstein, vice-president of 
the First National Bank of Chicago, ad- 
dressed a meeting of the Chicago Control 
of the Controllers Institute of America, 
March 13, at the Palmer House, Chicago. 
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In Grateful Acknowledgement of Many K1 





To the Editor: 


I am in receipt of thé first issue of the 
new publication of the Controllers Insti- 
tue of America, The Controller. 

This seems to be a step in the right direc- 
tion and I am glad indeed that the In- 
stitute has decided on the issuance of such 
a publication. It can be made a real benefit 
to controllers and others interested in the 
financial and accounting matters of their 
respective companies. 

H. D. ANDERSON 


To the Editor: 

The initial number of the Institute’s off- 
cial organ, The Controller, arrived on sched- 
ule and was read with great interest by 
myself and by many of my associates and 
we are all looking forward with pleasure 
to the time when the next number is due 
and hope it will not be unduly delayed. 

Accept my congratulations on the suc- 
cessful launching of this new publication 
and my best wishes for its continued suc- 
cess and long life. With kindest regards. 


D. H. BENDER 


To the Editor: 

Due to a change in my address, the first 
copy of. The Controller, the official organ of 
the Controllers Institute of America, was 
somewhat late in reaching the writer. 

I have read it very carefully, and hasten 
to tender you as editor, and the Institute 
as Owner, my congratulations. 

Never more than now should we content 
ourselves to present to thinking accountants 
the original seeds from whence spring vast 
fields of new accounting thought, that may 
be further cultivated, expounded and en- 
larged. 

The mission which the Institute is so 
successfully sponsoring in the accounting 
literature field is not only a highly beneficial 
one, but one that is necessary in these 
strenuous days, when the duties of the 
corporate accountant press so heavily on 
almost every one so engaged. 

The sound judgment exercised in the ar- 
rangement, and selection of the articles 
found in this your first issue of The Con- 
troller, calls for hearty commendation. 


ALAN G. BENSON 


To the Editor: 

The first issue of The Controller arrived 
on my desk this morning. You are to be 
congratulated. Even before opening it I 
was quite impressed by the dignified, high- 
class appearance of the cover, and the text 
and set-up inside are in keeping with the 
outside. 

Long may she wave! 

O. W. BREWER 


To the Editor: 

Congratulations on the first issue of The 
Controller. The make-up and the contents 
of the magazine should appeal to con- 
trollers and to other business executives. 
It is a worthy representation of the prin- 
ciples and ideals of the Controllers Insti- 


tute. 
F, J. Carr 


To the Editor: 

I was agreeably surprised to receive— 
this morning—a copy of the first issue of 
The Controller, and I hasten to compliment 
you for your efforts—and such splendid 
consequences thereof—in the interests of 
the Institute, and of its members. 

With kind regards and best wishes for 
continued success and still greater accom- 
plishments. 








T. CURETON 


To the Editor: 

I have received the first issue of The Con- 
troller and I cannot refrain from expressing 
to you, as the editor, my compliments on 
the appearance and lay-out of the magazine. 

I believe that this publication will be a 
credit to the Institute and I am sure that 
the future numbers as published will have 
progressive improvements over the already 
very excellent first issue. 

Yours for the continuing success of the 
Institute and its organ, The Controller. 


A. E. Davis, 
President 
New York Control 


To the Editor: 

I received today the first issue of The 
Controller, and I wish to congratulate you 
for your editorship and the excellent ap- 
pearance of the magazine. As a member of 
the Institute, I feel proud that our organ- 
ization is back of this publication. In my 
opinion the inauguration of The Controller 
is an event in the life of the Institute, sec- 
ond only to the founding of the Institute 
itself. 

I also want to take this occasion to ex- 
press my debt of gratitude to you for hav- 
ing conceived the idea of an association of 
controllers and for having had the fortitude 
to bring into being the Controllers Institute 
of America. 

R. FRANKLIN HuRST 


To the Editor: 


Congratulations! 
To the Institute—congratulations on ac- 
quiring its own Official Organ. 


To you personally—congratulations and 
thanks for the initiative shown in estab- 
lishing, and for the time and effort ex- 
pended in planning, The Controller. 

There is no other publication devoted to 
the interests of the accountant in private 
employ and, therefore, The Controller en- 
ters a virgin field composed of more than a 
hundred thousand prospective readers. 

The Controller is dignified in appearance 
—the class of type used is easily readable 
and eliminates eye-strain—the character of 
the reading matter is of the highest type— 
in general— 

The Controller is fully worthy of The 
Institute and of its founder editor. More 
power to you and it! 


F. HowARD JOHNSON 
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To the Editor: 


I want to express sincere approval of 
our” publication, The Controller. Its 
content is of one hundred per cent. interest 
in its relation to my responsibilties. So 
much literature comes across the desk daily 
that pressure of duties does not permit even 
selecting from each of them what could 
profitably be read. It seems to me that in 
The Controller we have an opportunity 
of receiving in a single publication a large 
part of the current events and thoughts of 
those who are in our own vocation. 

May it continue and grow to be a bigger 
and better Controller, as each member 
of the Institute has a right to expect that 
through his membership he may become 
likewise a bigger and better controller. 

It is also my desire to personally com- 
pliment the editor for the part he has taken 
in the birth of The Controller. Here's 
hoping for mutual success for both you and 
your baby. 


ee 


GEORGE V. LANG 
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To the Editor: 

Congratulations. Your first issue of The 
Controller was read with a great deal of 
pleasure, and many benefits will be derived 
therefrom. 

It is fine to have so much of importance, 
so condensed, and yet so complete. I shall 
look forward to further issues with keen in- 
terest and am giving it a permanent place 
in my reference library. 

In my opinion, it is a monthly magazine 
that should interest not only controllers 
but any progressive business man of these 
times. 

So many important matters today, while 
they may directly apply to any one group, 
indirectly affect all, and we can not be too 
well informed. 

H. A. MERKEL 
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To the Editor: 


I wish to extend to the Institute my con- 
gratulations on the introduction of The 
Controller. 

After reading the very interesting articles 
contained in the first issue I feel sure this 
publication fills a requirement of long stand- 
ing. It presents a splendid medium for in- 
terchange of thought and discussion of sub- 
jects vitally important to us all. 

If succeeding issues continue to be as en- 
lightening as the first, I am sure you will 
have no difficulty in establishing this mag- 
azine as an important artery in the function- 
ings of the Institute. 

H. EpwIN OLSON 


To the Editor: 


Let me congratulate you on the very con- 
structive step that you are taking in pub- 
lishing The Controller, which, as far as I 
know, is the first publication in this coun- 


try comprehensively representing the pro- 
fession of controllership. 

Control is arising to a new level of serv- 
ice to American business, and your journal 
in its purpose of presenting topics of vital 
interest to controllers will fill a great need 
that has existed for many years. 

I like the contents and the set-up of the 
publication, and I know that you will not 
only continue to obtain articles of the high- 
est order, but that you will build up a sub- 
stantial group of selective advertisers, who 
realize the value of intimate contact with 
many of the key men in American business. 


ERNEST L. OSBORNE 


To the Editor: 

I received the first copy of The Con- 
troller which I think fills a long-felt want. 
Fortunately, or unfortunately as the case 
may be, I passed it over to our president, 
who in turn passed it over to other execu- 
tives who have taken it home and read it. 
Their comments are highly complimentary, 
but so far I have not received it back. 

If I may be so bold as to offer construc- 
tive criticism, I would suggest that a col- 
umn be left to show the names of the off- 
cers of the Institute, as well as the name 
of the editor of the paper. I might also 
suggest that a permanent space be left for 
the Committee on Personnel of the Institute 
with an explanation of what we are trying 
to do in finding places for highly compe- 
tent controllers. 

C. E. Prick 


To the Editor: 

I am pleased to acknowledge receipt of 
the new issue of The Controller. Please 
accept my congratulations on the appear- 
ance and composition thereof. 

This magazine, without doubt, will grow 
into one of the best periodicals of its type 
and will, no doubt, be of material benefit 
to those interested in accounting, as well as 
other activities of a controller. 

R. M. RIGGINS 


To the Editor: 

I have been quite interested in reading 
from cover to cover the publication The 
Controller, and am looking forward to the 
future issues of this publication as, un- 
doubtedly, it is going to contain much in- 
formation of interest and value to control- 
lers, if the articles in the first issue are any 
indication of what may be expected in suc- 
ceeding issues. 

I am not so impressed with what ap- 
parently is your policy of “continued stor- 
ies.’ I would much prefer reading an ar- 
ticle in its complete form rather than have 
it continue through two or three issues of 


the publication, as apparently is being done 
with Mr. Vanderlip’s article and also that 
of Mr. Fletcher Lewis. 

RoscoE SEYBOLD 


To the Editor: 

The first issue of The Controller reached 
me several days ago, but I have been un- 
able to examine it closely until now, for 
the reason that it has been in circulation 
around the office constantly and has just 
now been returned to me. 

I want to compliment you on the maga- 
zine, both as to its form and contents. There 
is only one objection to its present make-up 
and that is that the magazine has not more 
pages; this I hope will be corrected in fu- 
ture issues. 

With all good wishes for its continued 
success, I am, 

F. C. WATKINS 


To the Editor: 

The first number of The Controller, 
the new magazine published by the Con- 
trollers Institute of America, has just 
reached me, and I wish to offer my con- 
gratulations to you on your enterprise in 
the production of this publication. 

The article by Mr. Frank A. Vanderlip 
is particularly valuable to those members 
who, like myself, were unable to be present 
at the dinner talk and also to other out-of- 
town members, who undoubtedly will ap- 
preciate the opportunity of reading this as 
well as the other articles published. 

I am certain that the development of 
this publication is a natural step in the 
growth of the Controllers Institute and will 
increase the usefulness of the organization 
to its members, and through them to indus- 
try generally. At present industry needs 
the ideas of service and the ideals of in- 
tegrity, for which our Institute stands. 

I wish to extend my congratulations to 
the originators and sponsor of this idea, 
and to you my hope for “more power to 
your uselfulness.” 

Harry H. WEINSTOCK 


To the Editor: 

I am greatly interested in the initial issue 
of The Controller, the new magazine of the 
Controllers Institute. 

Controllers and corporation accounting 
officers have long needed a means of expres- 
sion of their ideas and this should fulfill a 
very important function in connection with 
their work and their obligations to the in- 
terests which they serve. 

I congratulate you and the Controllers In- 
stitute on the initiation of this magazine 


‘and the splendid manner in which it has 


been gotten up. 
W. B. S. WINANS 





Proposed Monetary Authority Would 
Have Three Major Functions 


FRANK A. VANDERLIP Would Permit it to Issue Currency, 
Would Compel it to Rediscount for Federal Reserve 
Banks, Would Allow it to Deal in Open Gold Market. 


HIS zs the concluding portion of a 

paper by Mr. FRANK A. VANDER- 
LIP, delivered January 18, before the 
New York Control, of the Controllers 
Institute of America. The first portion 
was published in the February number 
of this magazine. MR. VANDERLIP, 
formerly president of the National City 
Bank, presents a constructive sugges- 
tion with respect to the handling of the 
monetary and currency problem of the 
United States. Controllers generally 
have evidenced deep interest in the 
problem of stabilizing the purchasing 
power of money, and this paper will 
go far toward clarifying thought with 
respect to it. —THE Epiror. 


Now, let us see what functions the 
Federal Monetary Authority would 
have. I have named one important 
one. It would have the power of 
issuing circulating notes, currency, 
without a fixed relation of gold base to 
total note liability. I would take the 
power of issue away from the Federal 
Reserve Bank and ultimately away 
from national banks. That would have 
to be a slower change, for national 
banks secure their note issues with 
deposits of government bonds, and 
those bonds would have to find a mar- 
ket before the national bank notes 
could be withdrawn. But I would at 
once withdraw the right of currency 
issue from the Federal Reserve Banks. 


Discounts Would Be Rediscounted 


The Federal Reserve Banks were 
organized for this dual purpose: They 
were to furnish a central reservoir for 
the reserves of all banks, and they were 
always to be in a position to redis- 


count eligible self-liquidating commer- 
cial paper. ‘They should continue to 
perform that original function, but if 
I have taken from them the power of 
currency issue, how could they be al- 
ways in a position to rediscount all 
eligible commercial paper of the whole 
Federal Reserve System? We must 
supply some means comparable to the 
right of currency issue which they had. 
So I would have that an obligation of 
this Federal Monetary Authority: to 
rediscount discounts held by the Fed- 
eral Reserve Banks. 

Those discounts should be only of 
self-liquidating commercial paper. 
They should bear the endorsement of 
the bank that made the loan and have 
been taken into the portfolio of a 
Federal Reserve Bank. That Federal 
Reserve Bank in turn would go to the 
Federal Monetary Authority and dis- 
count again that paper, but it should in 
doing so also endorse it. There would 
be the second function of the Author- 


ity. 


Protection Against H oarding 


The third would be that it could 
buy and sell gold in an open gold 
market, which should be set up in New 
York and to which should be admitted 
the gold of the world with perfect 
freedom. Anyone could trade in it as 
they trade in the cotton market or 
wheat market. In that market gold 
would be simply a commodity. When 
gold was demanded by a hoarder or 
by an exporter against a movement of 
capital, he would have to pay the price, 
but in getting the gold he would not 
invade the monetary base of our cur- 
rency. We have insulated that from 
those demands for hoarding or for 


capital movement. There, then, is thé 
third function. 

First, the right of currency issue. 
Second, the obligation to rediscount for 
Federal Reserve Banks. Third, the 
right to deal in an open gold market— 
to buy and sell gold. 

I would give the Authority a fur- 
ther function that you will not follow 
with approval probably—until you 
have thought of it. I would give it 
the power to buy and sell silver bul- 
lion. I would give it the instructions 
from Congress that it was to acquire 
silver bullion up to a total of a bil- 
lion ounces, but never more, however, 
than of a value equal to twenty-five per 
cent. of the value of the gold which 
it held. That is to say, I would put 
in a reserve of the Federal Monetary 
Authority an amount of silver that 
could never exceed one-quarter of its 
total metallic reserve. Gold would 
have to be the other three-quarters. 
That does not mean that in redeeming 
paper money you would ever be paid 
silver. It merely lies there as an ad- 
ditional metallic stock to give further 
confidence to the paper money. 

To have a large stock of silver 
would, in case of a war in the Far 
East, possibly become as useful as a 
navy. Suppose, for example, there 
was a war with Japan. Suppose we 
had occasion during the progress of 
such a war to use large credits in 
China. China is a silver using coun- 
try. China would have no use for our 
paper money. China would have no 
direct use for gold—would accept it, 
of course, because it could convert it 
into silver. We might, in sending a 
large stock of silver bullion to China, 
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make a shipment as effective as would 
be the sending of a war fleet. 

There are other reasons for a larger 
use of silver. I certainly am not a 
bimetallist. I certainly would not ad- 
vocate the free coinage of silver— 
surely not without international agree- 
ment; it might be discussable with in- 
ternational agreement. If I were going 
to introduce silver into our currency as 
a part of the currency, I should prob- 
ably turn to si-metallism. That is say- 
ing that a dollar represents so many 
grains of gold plus so many grains of 
silver. But I think this is a much 
safer, much sounder way of answering 
what has become a very great political 
demand for a larger use of silver. 


Demand for Rehabilitation of Silver 


I will not go into the advantages of 
advancing the price of silver. I cer- 
tainly am not one of those whom I 
have heard Mr. Warburton describe 
as silver howlers, but I am trying to 
look at the thing with the facts in my 
face. There is a great political de- 
mand, so great that we might be forced 
into bimetallism. Twenty-six senators 
voted for free coinage of silver, sixteen 
to one, at the last session, and there is 
a growing demand for some rehabili- 
tation of silver. Under this plan there 
would be an absorption of probably a 
billion ounces. I would limit the price 
at which that could be bought. I have 
suggested that it should not be bought 
above a dollar an ounce, but that figure 
would be a debatable one. The most 
ardent friends of silver would want to 
fix that at $1.29, the old sixteen to 
one ratio. 

Now let me describe some further 
functions of this bank. It could deal 
in short term treasury notes having not 
more than six months to run—not in 
long term bonds. They have no place 
in the portfolio of such a bank. It 
would conduct open market opera- 
tions, buying and selling short term 
treasury paper, bank acceptances bear- 
ing the names of two banks, and could 
operate in the foreign exchange market. 
And there is the whole story of its 
functions. 
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Bank Would Have No Deposits 


It would have no deposits. There 
would be no way of getting any money 
out of it except those several ways I 
have described. Money would flow 
out in response to rediscounts to Fed- 
eral Reserve Banks, in response to 
purchases of gold bullion or silver 
bullion, in response to purchases of 
short term treasury paper, bank accept- 
ances, or a purchase of pounds or 
francs, or what you will, in the foreign 
exchange market. And in no other way 
could money flow out of the bank. 

A word now about the government 
of such a bank. There, of course, is the 
crux of a managed currency. Who is 
going to manage it? This would be an 
arm of the government, and the Board 
of Directors would have to be ap- 
pointed by the President of the United 
States, with the advice and consent of 
the Senate. That board should be 
guarded, as far as possible, from all 
political influence, and it should also 
be guarded as far as possible from all 
organized banking influence. I would 
have seven directors, two representing 
industry, two representing agriculture, 
two representing banking, and those 
last two—in order to insure some 
thoroughly trained banking talent on 
the board—I would provide that the 
president must select from nominations 
made by the twelve governors of the 
Federal Reserve Banks acting in con- 
cert. That would insure the business 
world of at least two men on the 
board. I originally planned that three 
should be nominated by the Federal 
Reserve Banks, some representative of 
banking and some picked from this 
list, but very high authority in Wash- 
ington felt that there should be direct 
representation of both agriculture and 
industry, and that the division would 
better fall with two from agriculture, 
two from industry and two from bank- 
ing, leaving one to be selected at large 
without reference to any particular 
branch of trade. 


No Financial Alliances 


That board would select the gover- 
nor and deputy governor and executive 
officers, and would shape the policy 
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of the bank. Members of that board 
should be freed from any entangling 
financial alliances, just as the Secretary 
of the Treasury now must divest him- 
self of ownership of any bank stocks, 
of any interest in the import or export 
business, etc. They should devote all 
of their time to that job, and they 
should be paid at least as much as the 
heads of the great departments, the 
various cabinet officers. 

I would have Congress give certain 
directions, as to the policies which the 
directors of that bank should follow. 
I believe that the debt structure of this 
country is now so great that it is un- 
bearable at the present price level. The 
desire to return the price level to the 
level of 1926 seems to be quite gen- 
eral. There is nothing sacrosanct about 
1926, but that is about the average of 
the ten years from 1920 and is per- 
haps a good average level to regard as 
the price level upon which long term 
indebtedness has been incurred. A re- 
turn of prices to that level would ease 
the strain which continued liquidation 
has made very great, the strain of an 
over-expanded debt structure. 


Would Try to Raise Price Level 


So I would instruct the directors of 
this Authority to so use the various 
implements at hand—the rediscount 
rate, its purchase or sale of gold, its 
purchase or sale of silver bullion or 
treasury notes or acceptances—so that 
their operations would tend to increase 
the price level to the 1926 level, and 
thereafter tend to maintain it as closely 
as possible at that level. Here you 
would get all the advantages of a com- 
modity dollar, plus all the advantages 
of open market operations, of interest 
rate, and of every means which a cen- 
tral bank has for influencing the value 
of money so as to keep a price level 
without fluctuation. 

Well, there is a picture of a new 
financial mechanism. In the minds of 
many people there is distrust of a 
central bank. We once had a central 
bank, twice in fact. The last one was 
destroyed by Andrew Jackson, but 
Andrew Jackson rode to his inaugura- 
tion on horseback, and President 
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Roosevelt flew to the Chicago Conven- 
tion! And that bank that he de- 
stroyed was only twenty per cent. owned 
by the government. It was not a gov- 
ernment bank. Four-fifths of it was 
privately owned. Here we have an 
arm of the government. 


Commercial Banking Separate 


I will leave that subject now, and I 
would like to say a little about the 
general banking situation. If we have 
learned anything from the banking de- 
bacle, from the failure of ten thousand 
banks in a decade, a failure of thou- 
sands of banks before we had any de- 
pression, it is that demand deposits 
devoted to capital uses are not liquid. 
We have learned that it was a mis- 
apprehension to suppose that we could 
devote demand deposits to collateral 
loans, to real estate mortgages, to the 
purchase of corporate bonds or govern- 
ment bonds, and still maintain the 
liquidity of those deposits. That points 
clearly, in my mind, to the absolute 
separation of commercial banking from 
investment banking. 

Investment banking is a perfectly 
legitimate business. The components 
of gunpowder are chemicals that in 
themselves are harmless; combined, 
they are explosive. I would not com- 
bine explosive financial components in 
our banking system. 


No Interest on Deposits 


A commercial bank should pay no 
interest on deposits. It should make 
only self-liquidating commercial loans, 
always rediscountable at the Federal 
Reserve Bank, and under the system | 
propose, rediscountable at the Federal 
Monetary Authority. In that way the 
assets of all the banks could be turned 
into currency if there was such a de- 
mand, and there would not be such a 
demand if there was ability to meet it. 

You may object that the incorpora- 
tion of businesses has changed the 
nature cf commercial borrowing; there 
would not be enough commercial 
paper. That may be so. The result 


would be unemployed deposits, great 
liquidity on the part of the banks. 
From the point of view of the deposi- 
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tor that would not be a serious defect, 
but that surplus of deposits would 
cost the bank nothing except storage 
room, and that surplus would probably 
gradually drift away. A certain part 
of it would get tired of being unprofit- 
ably employed. 

You may say that there is need for 
banks in communities that have no 
commercial paper. That is true. The 
suburbs of a city have many people 
who want to make a deposit in the 
bank, want a checking account, but 
there are few commercial loans in 
which to employ those deposits. The 
converse of that would be a bank in a 
manufacturing community where there 
was a scarcity of deposits and a very 
large demand for commercial loans. | 


would meet that situation by having 
the Federal Reserve Bank act as an in- 
termediary, buying surplus commercial 
paper from the bank that had a de- 
ficiency of deposits, buying it without 
recourse upon that bank, without en- 
dorsement, and selling to the bank that 
had a surplus of deposits and a de- 
ficiency of commercial demand. 

I would introduce another very 
novel thing. I would not attempt to 
force it; I would merely give permis- 
sive legislation, to create mutual com- 
mercial banks. Any of you who know 
the fate of some attempts at mutual 
commercial banks, know they have al- 
ways resulted in failure, and you may 
wonder why I would make such a sug- 
gestion as that. I would make it 


Spring Conference of Controllers on 
April 19 to Take Stock of Problems 


NATIONAL conference of controllers is to be conducted by the 

Controllers Institute of America, April 19, 1934, at the Wal- 

dorf-Astoria Hotel, New York City. It will be open not only to mem- 
bers of the Institute, but to all controllers who are interested. 

The afternoon session will be devoted to discussions of subjects of 
primary interest to controllers from the professional and technical 
viewpoints. During the past two years, since the Controllers Institute 
came into the field, great strides have been made in defining and clari- 
fying the authority, responsibilities and duties of the controller, and 
his status in his corporate or company organization. 

During that period, too, controllers as a group have had a voice in 
determining several matters related to corporate accounting practices; 
and have consulted with various bodies with respect to legislative 
problems, both Federal and State. The views of controllers, for the 
first time, have been presented in an organized manner and have been 
cordially received as constructive contributions to the subjects under 
discussion. In conjunction with the preparation of codes of fair com- 
petition, and in the administration of those codes, the controllers of 
this country have contributed valuable services. 

These many opportunities for service and for consequent expansion 
of the usefulness of controllers, not only to their own corporations but 
to business generally will be measured and evaluated, and plans made 
for further expansion of this work, during the spring conference. 

In the evening a formal dinner will be held, with several speakers 
of national prominence. 

The Controllers Institute, through its officers, invites the coopera- 
tion of controllers generally in this program, details of which will be 
announced later. Upon application to the Institute, the later an- 
nouncements will be sent to those interested. 
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because I have an idea in regard to the 
management of these banks. 

In the first place, there are two types 
of deposits in reality. The great ma- 
jority of depositors, so far as numbers 
go, want from a bank only this: they 
would like a safety deposit box in 
which their funds would be placed, a 
safety deposit box that had facilities 
for collecting checks and upon which 
you could write checks. That is all 
that the ordinary depositor, who never 
borrows, wants of a bank. 

But that kind of a bank would be 
impossible, because all those deposits 
would be withdrawn from being a base 
for bank credit, and whether or not 
you ever borrowed a dollar from a 
bank, you are interested in the bank 
credit. The roll on your breakfast 
table got there with the promptness 
and at the price it did through the 
agency of bank credit. Bank credit 
moved the wheat into the elevators and 
carried it there until the miller bought 
it, and carried it in the mill until it 
was turned into flour, and carried the 
flour until the baker consumed it. And 
so on through all the lines of trade, 
that freedom of bank credit is as im- 
portant to the non-borrower as it is to 
the borrower. 

So we can not set up a safety deposit 
vault and call it a bank, because that 
would be costly to society. All right, 
I would set up a mutual commercial 
bank that had two classes of depositors. 
The deposits from non-borrowers 
would have priority over the deposits 
of borrowing depositors. The mutual 
control of the bank would lie with 
the borrowing depositors. The bank 
would have no capital. 

How will I guard it from having in- 
efficient officers ? I will tell you. These 
borrowing depositors, in the measure of 
what their average deposits have been 
over a period, would elect a board of 
directors, but the functions of that 
board of directors would be circum- 
scribed. They could not elect officers 
of the bank. The officers of the bank 
would be furnished by the Federal 
Reserve Bank of the district in which 
the mutual bank was located. 

I would create a new profession of 
banking in which one did not have to 
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be a nephew of the largest stockholder 
to get in as an assistant cashier, and 
in which one did not have to wait for 
three gray heads to die before one 
could step up to a position that one had 
long been competent to fill. 

One could not enter that profession 
without a severe professional examina- 
tion, demonstrating that the applicant 
knew something of the science of bank- 
ing. After that these officers would be 
moved about. They would have the 
whole field, so far as it was filled with 
these mutual banks, in which they 
might find promotion. 

If such a bank made a bad loan, the 
loss would fall on the borrowing de- 
positor, be deducted from the deposits 
of the borrowers. There would be a 
constant struggle to have low rates on 
one hand, but a constant fear of having 
them too low, because if any losses 
were not compensated for by earnings 
they would fall directly on the deposi- 
tor. 

Capital Never Saved Bank 

You may be shocked at the idea of 
a bank without capital. Capital never 
saved a bank from failure. When the 
capital is once invaded, the bank is 
over the dam. Perhaps it can be re- 
suscitated, but it is not capital that 
gives strength to a bank. It is char- 
acter of management. And I believe I 
have proposed there a scheme for set- 
ting up a professional banking career 
that is not based on nepotism, and is 
not based on ownership, but would be 
based on merit, judged in an abstract 
way. 

I would have the business such a 
bank does currently passed on by the 
Federal Reserve Bank, not before the 
fact, but after the loan was made. You 
could not, of course, conduct a bank 
in which you had to refer every loan 
to the Federal Reserve Bank, but you 
can not keep a bank clean through 
periodic examinations. A current pass- 
ing on the character of this bank's 
business, passing through the control- 
ling hand of the Federal Reserve, 
would be effective. It should make 
no loans that were not rediscounted, 
and that would be the test of the char- 
acter of the business done. 
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This idea of a mutual commercial 
bank is no necessary part of what I 
have been trying to elucidate here. It 
has nothing to do with the gold stand- 
ard or with the central bank. I be- 
lieve, however, it does offer to Ameri- 
can banking at least room for an 
interesting experiment. 


Would Permit Investment Banks to 
Receive De posits 


We are confining all the business of 
our commercial banks to commercial 
loans. The business of investment 
banking, the need of temporary loans 
to aid in the operation of investment 
banking, is perfectly legitimate. Mr. 
Aldrich of the Chase Bank has seen the 
necessity of separating commercial and 
investment banking, but it seems to 
me he has not seen through the prob- 
lem, for he proposes that investment 
banks should receive no deposits. That 
means that commercial banks would 
have to make investment loans, and 
that is fatal to their certain liquidity. I 
would, by all means, permit investment 
banks to receive deposits. I would 
expect those deposits to bear a very 
considerable rate of interest, but de- 
positor and banker alike must recog- 
nize that those deposits have not per- 
fect liquidity. If depositors make too 
pressing demands, if the market for 
investment securities fails, then the de- 
positor is practically in the position 
that he would be in a building and loan 
society or in an investment trust. He 
must wait, but having known the pur- 
poses to which his deposit was to be 
put, having been recompensed by a 
considerable interest, there would be 
no reason why he should not wait. 
We must grasp the fact that you can 
not give liquidity to deposits that are 
devoted to long term investment capital 
uses. 

There is the story, as I see it. I 
have tried to make it logical. I have 
tried to show that all through the dif- 
ficulties that we have had, and that I 
would aim to correct, runs that mis- 
conception of the possibilities of 
liquidity. It was world-wide as to 
gold. It was especially rampant in 
this country as to the liquidity of de- 
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posits, and it led into the banking 


debacle that we have had. 
Possible to Remedy Defects 


I believe it is possible to set up a 
gold standard, to create what amounts 
to a central banking authority, to re- 
tain the Federal Reserve Banks to per- 
form all those services that they were 
originally designed to perform, and so 
to remodel our banking system that 
our currency, our banking credit, would 
be responsive, that we would be able 
to have a practically level price index, 
that money for commercial uses would 
be cheaper than money on call loans, 
and it should be. 

We have had the greatest misconcep- 
tion as to the liquidity of securities. 
The careful investor is taught to buy 
nothing that is not listed on the Stock 
Exchange because he should have 
liquidity. The true investor is not so 
much concerned with liquidity as he is 
with security and rate of return. | 
believe we have so over-emphasized the 
desirability of liquidity in investments 
that we have driven prices on the New 
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York Stock Exchange out of all proper 
relation to income. 

You look over the returns. See 
what the income is on the active securi- 
ties traded in, and it is distressingly 
small. The average investor has ceased 
to look at the return from dividend or 
interest, and thinks of the possibility 
of capital rise, which is a very unsound 
position. 

There should be something of per- 
manence about an investment. One 
should not regard an investment secu- 
rity as being as liquid as a bank account, 
but we do. As a matter of fact, our 
purchasing medium, which is usually 
defined as the total of currency and 
bank deposits, is in part security 
values also, because we regard stock 
exchange securities as so liquid that 
we can use them instead of a bank ac- 
count; that we can always sell a few 
shares or a bond; and when we see a 
sharp rise in the stock market, we al- 
ways see it followed by an increase in 
retail trade. It is almost instantaneous 
because people regard their investments 
as bank accounts. 


Answers to These Questions 
Invited 


A problem and several questions 
related to it, submitted by C. D. 
Marshall, a member of the Controllers 
Institute of America, are presented be- 
low. Mr. Marshall requests informa- 
tion as to how this problem has been 
or is being handled by controllers who 
have encountered it. 

Mr. Marshall says: ‘These are ac- 
tual methods encountered in my experi- 
ence in accounting. While I believe 
method No. 1 to be correct, I would 
like to know how others are or have 
handled this problem.” 

Readers are invited to reply. As 
many as possible of the replies will 
be published. 


PROBLEM 


Company A purchased Company B 
and merged it with Company A. The 
plant of Company B continued to 


operate as Plant Number 2 of Com- 
pany A with all accounting on the 
books of Company A. The Plant and 
Equipment accounts of Company B 
were set up on Company A’s books as 
follows: 


Method Number 1 

The Plant and Equipment of B, at 
cost value, were set up on the books of 
A at the gross value. The Reserves 
for Depreciation on the books of B 
were credited to the Reserves for De- 
preciation on the books of A. A con- 
tinued the same rates of depreciation 
as used in the past. 


Method Number 2 
Company C, the parent company, 
ordered these entries reversed. In- 
stead, they had the Reserves for De- 
preciation on the books of B credited 


to the Plant and Equipment Accounts, 
reducing them to the net value. This 
net value was entered on the books of 
Company A, which continued the same 
rates of depreciation as in the past, on 
the net values. 


Method Number 3 

The company’s tax accountant took 
exception to taking depreciation on the 
net values at their usual rates of de- 
preciation. It was then decided to let 
the net values remain as entered. How- 
ever, depreciation was to be computed 
on the gross value at their usual rates. 


Questions 

1. Which of the above methods is 
being used, in actual practice—not 
theory, by accountants today ? 

2. What advantage would method 
2 have over method number 1? 

3. What advantage would method 
3 have over method number 1 ? 





Whitney's Views as to 
Controller’s Status 


“Your duties, as I surmise them to 
be, are manifold. Such functions as 
you perform of an interior nature, 
such as the keeping of expenditures 
within authorizations, are beyond my 
present purview. I am, however, im- 
mensely interested in your status 
within your organization as it may 
affect your ability to perform your 
duties with such independence of 
thought and action as will secure the | 
applause of your own consciences in | 
the presentation of the results. 

“To this end it has seemed to me | 
that the controller of a company should 
always rank equally with the chief- 
operating official. I am not now speak- 
ing of salaries. Different duties have 
different values which I am not at- 
tempting to assess, but the controller 
is, or should be, a check upon the 
chief operating official and should not, 
as I see it, report to him. 

* * * co 





“It seems to me, therefore, that if, 
in fact, the chief operating official is 
also the chief titular officer of a com- 
pany, both he and you should report 
directly to the Board of Directors and 
that if the chief operating official re- 
ports to a higher titular officer, the 
controller should report to the same 
individual.” 





Excerpt from address by Richard Whit- 
ney, president of New York Stock Ex- 
change, at annual meeting of Controllers 
Institute of America, September, 1933. 























REVIEWS of Current Business Publications 


DEVELOPMENT OF AMERICAN IN- 
DUSTRIES, J. G. Glover, Ph.D. and W.B. 
Cornell, M.E. Prentice-Hall, Inc., New 
York. 932 pages. $6. Dedicated to the 
memory of the founders of New York 
University on its one hundreth anniversary, 
this volume, covering the development of 
thirty-nine major industries in the United 
States, is an extremely competent presenta- 
tion. While the range necessarily restricts 
the length of the various chapters, still this 
in no way affects the value of the book. 

An authoritative and adequate treatment 
of such a broad subject would obviously 
be impossible for one individual. In con- 
sequence, the editors sought and obtained 
the cooperation of the industries themselves. 
As a result, each chapter is the joint prod- 
uct of some of the best minds in the par- 
ticular industry covered. Not alone are cor- 
poration executives represented, but those of 
many trade associations as well. This has 
made it possible to secure a true cross-sec- 
tional view of the individual industry and 
permits comparisons between industries 

In a general way the treatment of each 
industry narrates its early history; discov- 
eries; growth of the industry; leaders in its 
field; location of important industrial cen- 
ters; manufacturing methods; products and 
by-products and their volume, value and 
use; methods of marketing and financing; 
capital invested; labor conditions and treat- 
ment; internal organization of a_ typical 
concern in the industry; operations; legis- 
lation affecting the industry; and possible 
future developments. Written in a non- 
technical vein, the wealth of information 
contained can be absorbed quite readily. 

While developed primarily for textbook 
use in colleges and schools of commerce and 
business administration, and the outgrowth 
of a course of lectures over a period of 
years, to the business man it should be of 
equal advantage and in it he may find prac- 
tices adaptable to his own business. There 
are ninety-nine illustrations showing proc- 
esses; primitive methods; modern equip- 
ment, buildings and operations; maps; 
organization charts; flow of materials; 
products and production; and many other 
phases. 

Due to the diverse nature of the industries 
described, it may be of interest to list them. 
They are agriculture; meat packing; fishing; 
lumber; pulp and paper; book; news- 
paper; textile; cotton growing; rubber; 
leather; sugar; petroleum; coal; iron and 
steel; copper; lead; zinc; glass; plate glass; 
cement; chemical; paint; varnish and 
lacquer; machine tool; electrical; power; 
shipbuilding and shipping; railroad; auto- 
mobile; aeronautical; telegraph; telephone; 
motion picture; radio; retailing; hotel; 
travel; banking; and trade associations. Any 
book dealing with the development of 
American industries would be incomplete if 
it did not also include some account of the 
part taken by labor in this growth. This has 
not been overlooked and is amply covered in 
the opening chapter. 

As a valuable contribution to the re- 
corded history of industrial economy in the 


United States, it should find its place in the 
library of every business man. 
A. S. VAN BENTHUYSEN 


PROFIT ENGINEERING, C. E. Knoeppel. 
McGraw-Hill Book Co., New York. 326 
pages. $3. During the economic upheaval 
of the past few years business has had 
humiliating experiences in connection with 
profitless operations, being unable to ad- 
just expenses to income. This has brought 
the realization that we must improve meth- 
ods and in particular we must make profit, 
rather than volume, our goal. 

In this work the author outlines a plan 
of organization and methods of operation 
to assure a profit as far as is humanly possi- 
ble under good management. These are 
based on tested practice used by many suc- 
cessful concerns. The fact that profit is the 
basic factor on which the business structure 
rests is not only emphasized but it also 
illustrated with a “profitgraph”’ chart which 
he has devised, which is worthy of deep 
study, and to which frequent reference is 
made throughout the book. 

After considering business and_ profits 
from their economic aspects, setting forth 
the reasons for losses and stressing the im- 
portance of financial records in profit mak- 
ing, there is discussed, at length, the matter 
of profit planning and calculation of profit 
requirements. This is followed by an ex- 
planation of the use of the “‘profitgraph”’ as 
a variable income statement and as a tool 
to management. Budgeting for required 
profits, as well as predetermining and budget- 
ing allowable costs and controlling them to 
the end of assuring profits, is carefully 
covered. The necessity of relating actual 
results to standards, so as to observe varia- 
tions as a basis for inaugurating manage- 
ment betterments is also effectively treated. 
Important chapters are those on the organ- 
ization of a business for profit and the 
modern controllership in business. 

This is not a book that can be read 
hastily. It is written in a painstaking man- 
ner and necessitates thoughtful attention. 
Those devoting adequate time to its con- 
tents will do so to their advantage. 

A. S. VAN BENTHUYSEN 


ANALYZING FINANCIAL STATE- 
MENTS. By Stephen Gilman, C.P.A. 
Ronald Press, New York. 475 pp. $4. 
Considering the wide discussion of financial 
statements during the past year, this revi- 
sion of Mr. Gilman’s book appears at an 
opportune time. To those who have been 
fortunate enough to have read the original 
edition, published in 1925, the author needs 
no introduction. 

The work is a sober, well-considered and 
objective presentation of the principles to 
employ in analyzing financial statements 
for all purposes, regardless of whether the 
reader is an accountant, credit man, banker, 
lawyer, executive, or investor. To the stu- 
dent, also, it will be of great value. The 
methods portrayed are applicable alike to 
the affairs of large and small enterprises. 
Written in a clear, forceful manner, free 


from involved technicalities, it shows the 
dangers of using stereotyped methods for 
every case and how unsuitable approaches 
may lead to entirely erroneous conclusions. 
Unlike most books of this type, it does 
not assume that the reader is a skilled ac- 
countant; consequently it is easy to under- 
stand. It is comprehensive, replete with 87 
chsrts and forms and is probably the most 
complete and authoritative volume on the 
subject it covers. It is commended highly 
for its clarity and thoroughness. 

Making full use of effective comparisons, 
ratios, standards, indexes, statistical data 
and other auxiliaries, it includes both bal- 
ance sheet and profit and loss analyses. 
Particular attention is paid to ratios, trend 
analyses, inventories, fixed assets, receiv- 
ables, sufficiency of capital, operations, sales, 
costs, dividends, budgets, control books 
and charts, reports and general surveys of 
business conditions. The two last chap- 
ters, relating the result of test investiga- 
tions in 173 companies in connection with 
business policies and management in rela- 
tion to standard ratios, is extremely inter- 
esting. A. S. VAN BENTHUYSEN 


CORPORATION FINANCIAL STATE- 
MENTS. By Mortimer B. Daniels. Uni- 
versity of Michigan, Ann Arbor, Mich. 131 
pp. $1. Based on a detailed study of the 
published annual reports of 298 industrial 
corporations, the aim of this monograph is 
to present a brief and critical survey of 
financial statement practice. In the opening 
chapter the author attacks vigorously the 
many weaknesses reflected in corporation 
statements and the misleading presentation 
of certain assets and liabilities. Nor does 
he mince words in his explanations. It is 
a pamphlet that can be read with great in- 
terest and profit. Drawing upon actual 
statements he discusses clarity and adequacy 
in statements; valuation of plant, goodwill, 
investments, inventories and liabilities; the 
income statement; treatment of treasury 
stock and bonds; and consolidated state- 
ments. This publication, while not lengthy, 
is of great value and no one interested in 
the subject would regret the small expendi- 
ture entailed by its acquisition. 
A. S. VAN BENTHUYSEN 





_ ToBe Reviewed in Apia} Issue 


| “ADVANCED ACCOUNTING; 

| Third Revised Edition.” 

| By Roy B. Kester, Ph.D. 
The review is from the pen of 
Ernest L. Osborne, a member of 


the Controllers Institute of Amer- 
ica. 


| “TESTED COLLECTION LETTERS.” 
By Chester H. McCall. 

To be reviewed by A. S. Van 
Benthuysen, a member of the Con- 
| trollers Institute of America. 
And other books of interest to con- 
trollers. 

















INSTITUTE ACTIVITIES-COMMUNICATIONS 


Views of The Controllers Institute of 
America with respect to the proposed Na- 
tional Securities Exchange Act of 1934, 
were presented before the United States 
Senate’s Committee on Banking and Cur- 
rency, on March 7, in the form of a state- 
ment of comments and suggestions, by 
Edwin F. Chinlund, vice-president and con- 
troller of the International Telephone and 
Telegraph Company, a member of the Con- 
trollers Institute of America. The statement 
opposed enactment of the measure in the 
form in which it was presente’ to Con- 
gress. The statement pointed ouc that the 
Institute is in sympathy with moves to pro- 
tect the investing public “by the elimina- 
tion of abuses in the security business,” 
and quoted the Declaration of Principles 
of the Institute. The statement declared, 
however, that the provision of Section 12, of 
the proposed Act, which calls for quarterly 
balance sheets and income accounts, certi- 
fied by independent auditors, is ‘‘too bur- 
densome to business and is unnecessary to 
secure the protection to investors for which 
the law is intended.”” The statement sug- 
gested that twelve months earnings state- 
ments, published four times yearly, be per- 
mitted in place of quarterly statements in 
cases in which the latter would be mis- 
leading to investors. 


To Members: 

Official announcement is made that both 
of the Amendments of the by-laws of the 
Controllers Institute of America which were 
submitted to the members for a vote by 
mail, in January, have been approved by an 
overwhelming vote. 

The first proposal, re-defining the classes 
of persons eligible to associate membership 
in the Institute, was carried, with 148 
affirmative votes and 5 in the negative, of a 
possible 229 votes. 

The second proposal, to increase the dues 
of associate members from $15 to $25 a 
year, was carried with 149 affirmative votes, 
and 4 in the negative, of a possible 229 
votes. 

The amendments, first suggested by the 
Institute’s Board of Directors, were ap- 
proved unanimously by the members pres- 
ent at the annual meeting of the Institute 
in September, 1933. The by-laws, however, 
provide that proposed amendments, after 
being approved at an annual meeting, must 
be submitted to the entire membership by 
mail, and that only votes returned within 
sixty days of the date of mailing the bal- 
lots, may be counted. 

I hereby certify that both of the pro- 
posals have been approved by the required 
number, and in the manner prescribed by 


the by-laws, and that the amendments be- 
come effective as of March 7, 1934. 


ARTHUR R. TUCKER, 
Secretary 


The Board of Directors of the Institute, 
at a meeting held February 14, 1934, 
elected the following applicants to active 
membership: 

STEPHEN B. ANDREWS, Goulds Pumps, Inc., 

Seneca Falls, New York. 

M. Harvey Barnes, Hyman-Michaels Com- 
pany, Chicago. 

Louis P. CaRDANI, West Indies Sugar Cor- 
poration, New York City. 

Henry B. Crype, George B. Carpenter & 

Company, Chicago. 

Ropert I. FLETCHER, Long Island Light- 
ing Company, New York City. 

Hucu P. Fox, Author’s International Pub- 
lishing Company, New York City. 

Forrest G. HAMRICK, American Smelting 

& Refining Company, New York City. 
Lewis V. JENKINS, Jefferson Electric Com- 

pany, Bellwood, Illinois. 

ARTHUR KirSTEIN, Jr., West Indies Sugar 

Corporation, New York City. 

WILLIAM E. RussEL1t, National Tea Com- 
pany, Chicago. 
O. E. Wasser, Associated Gas & Electric 

Company, Ithaca, New York. 
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The International 
Direct Subtraction 
Accounting Machine 


Simplifying Budgetary Control 


The subject of Budgetary Control is one of keen interest among business leaders 
everywhere. It offers a valuable guide for present management and for future plan- 
ning. With International Electric Accounting and Tabulating Machines, the problem 
of Budgetary Control is greatly simplified and accomplished with gratifying speed. 


Detail tabulating cards are punched daily for each item of sales, material, labor 


and expense. Budget cards are punched monthly, showing department, item or clas- 
sification, and budget amount. These are combined with the detail cards and a tabu- 
lation is prepared showing actual amount, budget amount and amount over or under 


the budget. 


The operation is entirely automatic. The subtraction for variance is accomplished 
by the Direct Subtraction Accounting Machine, shown above. This machine will list 


all necessary detail. It will compute and print all totals and balances. 


IBM methods and machines offer short-cuts in all accounting procedures. Let us 


demonstrate how they can aid you. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


General Offices 270 Broadway SUIS Branch Offices in all Principal 
New York, N. Y. E> Cities of the World 


























WE DO OUR PART 


SSETS, be they men, merchandise, 
mortar or machines are only as 


valuable as their ability to earn 
the moment they stop moving, they 
become liabilities. 
Modern management keeps its dollars rolling through the intelligent 
use of figures . . . figures arranged into reports that picture current 
activity of each and every asset and inactivity of liabilities . . . . each 
compared and analyzed in relation to every other. It’s done with 
Powers Punched Card Accounting. Maybe you have some liabili- 
ties that you would like to start a-rolling. 
““MANAGEMENT REPORTS .... in the MODERN MANNER” 


tells how to do it . . . . without making one cent of capital invest- 
ment. We will gladly send a complimentary copy to any major or 
departmental executive who writes and requests it. Write for your 
copy today. 

Federal, State and Municipal Governments, Banks, Chain 


Stores, Public Utilities, Railroads, Insurance Companies and 
Industrial and Commercial Enterprises use Powers Methods. 


POWERS 


(PUNCHED CARD) 

















Soy 


